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THE COTTON FACTORAGE SYSTEM OF THE 
SOUTHERN STATES 1 

Like many other features of its ante-bellum agricultural econ- 
omy, the factorage system was not of Southern origin. It had its 
beginning in the West Indies. It is hardly possible definitely to 
fix the date of the factor's emergence into the scheme of colonial 
staple agriculture. He followed the trading companies, merchant 
adventurers, and similar instruments of colonization. He was an 
important cog in effecting the transition from the group to the 
individualistic system of agriculture. He was to the individual 
planter what the chartered companies had been to the whole body of 
colonists, or to the colony itself as a distinct entity. 

The factor was the home agent of the colonial planter. He was 
at once his merchant and banker. He bought the goods which the 
planter had to purchase at home, and sold for him the products 
returned in exchange. He became an important link in the chain 
which brought Europe, Africa, and America into commercial asso- 
ciation. If an Englishman wished to embark his son in the business 
of sugar planting in Jamaica or Barbadoes, he could negotiate the 
entire transaction with a factor in Bristol or London. The latter 
could purchase the estate, arrange with the African Company for 
the necessary complement of slaves, supply the needed equipment 
of machinery, merchandise, and tools, and otherwise outfit the enter- 
prise. He would furthermore engage to finance the venture from 
start to finish. 

The factor's business thus brought him into close and confi- 
dential relationships with many classes of people; with those who 
were or sought to become planters; with those holding grants or 
patents of colonial lands, and desiring settlers or purchasers there- 
for ; with those engaged in the African trade, whether as dealers in 
slaves, or as manufacturers of commodities to be sent to Africa for 
slave-trading purposes; with those who handled the manifold 
articles used in the plantation colonies ; with those who purchased 
plantation products sent home in payment of the enormous obliga- 
tions incurred in undertaking and prosecuting such ventures ; with 
the shipping interests engaged in effecting these various exchanges 
of slaves and goods ; with the financial sources which supplied the 

1 A paper read at the meeting of the American Historical Association in 
Chicago, December 29, 19 14. 
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reservoirs of capital which were constantly tapped in behalf of the 
factor's clients. 

Knowing something of the intricacies and ramifications, as well 
as the magnitude of the business, we do not need specific docu- 
mentary assurance of the standing and influence of the head of such 
an establishment, long and successfully conducted. 

The business was extremely hazardous. The profits sought 
were correspondingly large. The ultimate fate of the West Indian 
planter was usually bankruptcy. Even a tropical soil could not for- 
ever meet the demands which such a system taxed against it, plus 
the extravagance and waste which the system engendered. For 
every planter who made good the not uncommon boast that he 
would return with an income of ten thousand pounds, there were 
scores who wore out their lives and wrecked their bodies and minds, 
and transmitted to their sons the sole legacy of a hopelessly inex- 
tinguishable debt. 

When the West Indian system had itself all but collapsed of its 
own dead weight, and was given its finishing blows by the abolition 
of slavery and the modification of tariffs, the British Parliament 
came to its relief with a government land loan ostensibly designed 
to aid the planters. I am willing to advance the opinion that it was 
the great English factorage houses who really engineered the deal, 
and who were almost its sole beneficiaries. Of the millions of 
pounds thus advanced by the government, practically all but a 
pittance remained in England, for the amortization of ancient debts 
which otherwise would never have been cancelled. 

Like the plantation slavery system, the West Indian factorage 
system, with various modifications, was transferred to the Southern 
colonies of America. It seems to have been the very corner-stone 
of large-scale, staple, slave-labor agriculture. When the Revolu- 
tion destroyed the business of English factors, their places were 
taken by enterprising men in the more important Southern com- 
mercial towns. Some of these had been exporting agents and 
correspondents of English houses. Others were attracted to the 
business by the promise of large returns, and because it was from 
the first recognized as an eminently respectable and honorable form 
of employment for capital and brains; and the social prejudice 
against trade did not obtain against it. 

The importance of the Southern factorage system developed with 
the growth of the cotton industry. Indigo planting disappeared with 
the destruction of the English bounty system by the Revolution. 
Tobacco culture was confined to a more or less restricted area, and 



Cotton Factorage System of the Southern States 559 

did not offer an inviting field for wide-spread and large-scale capital- 
istic enterprise. Rice, which took the place of indigo in South Car- 
olina, became an important crop and had its own system of develop- 
ment, in which the factor played a considerable part. In Louisiana 
the sugar factor became as important a part in the commercial sys- 
tem, as he had been in that of the West Indies. But it was in cotton 
that the factorage system reached its greatest development, became 
most powerful, and flourished longest. Cotton was a crop ideally 
adapted to a capitalistic system of agriculture. It grew through a 
wide range of geographical area. Its non-perishable nature lent 
itself peculiarly to a system which required the concentration of its 
product at seaboard, at a time when transportation and warehouse 
facilities were poor, and rough handling, exposure, and long delays 
would have destroyed the value of any other agricultural commodity. 
It is therefore the cotton region which offers the student the largest 
promise of reward for investigation of the system and its effects and 
ramifications. 

The functions of the Southern factor were the same as those of 
his English progenitor. But the Southern system had one feature 
not contained in the English. The business here developed relations 
between factor and client not possible with the West Indian oversea 
system. The relations between the cotton factor and planter were 
of the most intimate and confidential character, as close probably 
as was ever the case between business associates. The ties between 
them frequently were life-long, and their relations were of a so- 
cial and personal as well as business nature. How far this close per- 
sonal association affected plantation policy, it is not possible to say. 
But it is certain that the counsel and advice of the factor were fre- 
quently reflected in the planter's affairs. It was a relationship which 
often effected a close union of business interests and political, social, 
and economic policies between a large and dominantly influential 
body throughout the cotton-producing South, and the men who were 
the leading and dominant figures in the business and financial life 
of Southern cities. It also raised to the «th power the definite and 
tangible value of the moral hazard in business. It is not too much 
to say that the great factorage houses of the South looked quite as 
much to the character of a customer as to the securities he had to 
offer. Millions of dollars have been advanced by Southern factors 
upon the mere personal word of the planter, with no formal security 
at all, and with only a memorandum to witness the amounts involved. 
A unique basis of agricultural credit was established, which must be 
taken into account in interpreting such documentary evidence as 
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plantation and slave mortgages and other securities of record. An- 
other manifestation of the personal equation was in the opportunities 
offered by the factorage system to men of little or no capital, usually 
of the overseer class, to embark in business for themselves. An over- 
seer identified with the successful management of a plantation estate 
was often as well known to his employer's factor by reputation as 
the planter himself was personally. Such a one, who possessed the 
necessary initiative, had little difficulty in establishing a factorage 
connection on his own account. Many of the largest and most suc- 
cessful planters of the South were men who got their start in this 
way. 

It is not to be supposed that there were no cases of conflicts of in- 
terest and of opposing policies between the planter and the factor 
classes. The business was of too great magnitude and its ramifica- 
tions far too extensive for this not to have occurred. As in the case 
of the earlier English factors, it was a business of considerable 
hazard and it had to carry a corresponding burden. It has always 
been the misfortune of large-scale staple plantation enterprises — 
that is, those requiring large capital and a heavy labor equipment — 
that the vicissitudes to which they were subject tinctured them with 
something of both the nature and the spirit of games of chance. 
With the planter it has always been either a feast or a famine. In 
the very nature of things this chance had in some measure to be 
shared by the factor, and naturally the system developed a scale of 
charges which were correspondingly high. I do not know that there 
was much complaint at these charges. They were accepted as the 
price to be paid for a necessary accommodation. But when, as was 
often the case, a few years of adversity found the planter struggling 
under a burden of debt which was steadily increasing, it was natural 
that he should sometimes give utterance to the feeling that " in the 
fell clutch of circumstance " he was hopelessly harnessed to the 
factor's plow. On the other hand there were enough instances of 
abuse of confidence and credit on the planter's part ; of the reckless 
squandering at Northern resorts and on European travel of funds 
furnished for purely business purposes ; of neglect of their common 
interests, with resulting heavy losses to both, to make the factor feel 
that though his profits were many times greater than they were sup- 
posed to be, they would still be insufficient to balance the risks he ran. 
It was by no means a one-sided game. 

We have seen that the factor furnished the planter with funds ; 
that he acted as a commission merchant in the purchase of plantation 
supplies, and that he discharged the functions of an agent in selling 
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the plantation product. What were the charges for these services, 
and what were the characteristic features of the system, which dif- 
ferentiated it from any other relation of principal and agent? And 
what were its general economic tendencies and effects ? The interest 
rate varied with times, places, and conditions. It probably ranged 
between eight and twelve per cent. It was usually charged only as 
funds were actually drawn, though in some instances it was com- 
puted on the face of the loan, regardless of the average time of its ac- 
tual use by the borrower. There was also in some cases a customary 
brokerage fee of from one half of one per cent, to two and one half per 
cent, added to the interest charge. To the price of the goods, wares, 
and merchandise purchased for the planter was added a commission 
which varied according to custom from two to ten per cent, or more. 
The customary charge for selling the crop was a commission of two 
and one half per cent., but sometimes this was as high as four. 

These were the only items of open profit to the factor in the trans- 
action. But there were others which helped to make the business 
attractive, notwithstanding its hazards. In the early days cotton 
sales were effected through a broker who acted as a middleman be- 
tween the factor and the resident agent of a foreign mill or merchant. 
To this broker was paid a commission of one half of one per cent., 
nominally borne by the mill agent. In practice and custom, how- 
ever, one-half of this commission was paid by the factor and charged 
to the planter. This was supposed to be divided between the factor 
and the broker. The planter was taxed with various other charges, 
as freight, storage, insurance, drayage, weighing, sampling, mending, 
and repairing. These were returned on the account of sale to the 
planter at a uniform rate, fixed by custom or agreement, and were 
supposed to represent the actual amounts paid by the factor for the 
service rendered in behalf of the planter. As a matter of fact, 
custom early developed a system of rebates to the factor on practi- 
cally all these charges. This seemed to be an inevitable incident of 
the control by the factor of large quantities of cotton to be ware- 
housed, drayed, insured, compressed, and otherwise handled solely at 
his direction. Those who were engaged in such business at cotton 
ports naturally offered the factor the inducements of special rates and 
drawbacks in consideration of the heavy volume of business which 
he could divert to their hands. 

The exaction of one of these exerted a particularly baneful in- 
fluence upon the plantation system. This was the penalty commis- 
sion feature of most advancing contracts between factor and planters, 
incident to the repayment of all loans in kind, rather than in money. 
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The fundamental consideration inducing extensions of credit under 
the factorage system was not the matter of interest on the funds 
advanced. This, indeed, was the least of such inducements. The 
very foundation of the system was the medium which it offered for 
the control and manipulation of large volumes of a great staple com- 
modity holding a recognized position of prime importance in the com- 
mercial world. The planter's note, backed by his contract with the 
factor, with the latter's endorsement, could be rediscounted with the 
factor's correspondents in any financial centre in this country or 
abroad. The tremendous stocks of cotton accumulated in the factor- 
age cities of the South, warehoused, insured, and controlled by the 
factor, furnished him a basis of credit unequalled by any other 
form of security the South had to offer. It was practically as con- 
vertible as the best forms of commercial paper. If cotton was king, 
the cotton factor was the power behind the throne. We do not 
need any documents to tell us that the inevitable consequence was 
the elevation of the mere volume of business — the naked number 
of bales of cotton grown by the planter and controlled by the 
factor — to a position of importance out of all true and proper eco- 
nomic relation to what should have been the primary considerations 
of cost and profit to the producer. The penalty commission was a 
simple expedient for stimulating the production of more bales of 
cotton. It was a proviso coupled to the agreement for paying the 
customary commission on sales, under which the planter bound him- 
self to pay to the factor a certain sum per bale, sometimes ranging as 
high as four dollars, for each and every bale by which his actual 
production fell short of the stipulated number of bales which he 
agreed to ship. This was in addition to the agreement to plant so 
many acres in cotton, calculated to produce so many bales. Travel- 
lers and foreign observers of Southern conditions were accustomed 
to comment on the South's devotion to cotton, to the neglect of the 
principle of proper diversification, so essential to a permanently 
prosperous and well-balanced system of agriculture, and to attribute 
the trouble to slavery. Such foundation as there was for this criti- 
cism was in large measure due to the influences which we have sug- 
gested. Cotton was the only cash crop. It was moreover the only 
crop which could be used as a basis of credit. Every planter who 
was in debt fondly dreamed of the year when through a combination 
of a bumper yield and a fair price he would be enabled to throw off 
his shackles. But the only avenue of escape was through this happy 
combination, and it was too seldom realized. Even when a planter 
did finally grow independent the impulse to enlarge his un- 
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dertakings had become deep rooted and was apparently irresistible. 
There was a sort of atmospheric psychology in the situation which 
seemed to make a man forever dissatisfied with a stagnated suffi- 
ciency. He wanted more land and more slaves, which meant more 
cotton, and as more cotton was both a means and an end, the eco- 
nomic circle was thus easily established. But here again we have the 
personal equation. These men included in their ranks many who by 
inherent ability and force were as much captains of industry in 
their day and generation as were the cotton factors of the cities. 
Their activities simply found expression in expansion along lines 
normal to their period and environment, precisely as is the case 
in the industrial and financial world to-day. There need be no 
mystery about that phase of the matter. 

In order to render absolute the factor's control of the entire crop, 
one of the cardinal features of the system was the requirement that 
every bale of cotton grown by the planter should be consigned to 
the factor. If the total crop were one thousand bales, and the first 
five hundred discharged the planter's debt, an exceedingly improbable 
supposition, the remaining five hundred bales must nevertheless go 
forward also. There were few, if any, agricultural lien laws in those 
days, but this requirement took their place. It also probably made 
their ultimate enactment less difficult, through common familiarity 
with the practical operation of their essential principle, which was a 
certain measure of control, by the financing agent, of the product 
grown through his assistance. 

The broader economic effects of the factorage system would 
form in themselves alone an interesting and valuable field of inquiry. 
A primary incident was the concentration of Southern capital, and 
hence of its real wealth, in the few Southern cities which were its 
important factorage centres. Within the limitations of this paper, 
it would be useless to attempt even a casual consideration of this 
branch of the subject. But I am satisfied of the inaccuracy of the 
commonly accepted idea of ante-bellum Southern wealth as some- 
thing naturally and essentially rural, as might be expected in a 
country whose sole business in popular estimation was that of agri- 
culture. 

One effect of the system was the retarding of the normal tendency 
toward the founding and developing of smaller urban communities, 
common even in an agricultural section. The factorage centres 
were enormous supply depots, from which were distributed to the 
interior South, through the factor in bulk, instead of through a 
local merchant by ordinary processes of retail trade, all the common 
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necessities, comforts, and conveniences of daily life. And it is a 
mistake to assume that I am here dealing with ancient history. The 
system outlived by many years the ante-bellum era, and within my 
memory, in the case of my own family, all the staple articles of do- 
mestic and plantation use were bought through my father's factor in 
New Orleans, and shipped four hundred miles by river, and then 
hauled by wagons twenty-odd miles further into the interior. 

When interior urban development at last took place, it was 
naturally patterned after that of the seaboard factorage centres. 
Prosperous and influential factorage houses grew up at what became 
important interior river points. Here we had a repetition on a 
smaller scale of the accumulation of cotton and the concentration of 
capital and wealth which were the rule at seaboard. But this was 
a step in the direction of the diffusion, not of the break-up, of the 
system. These interior houses were in the nature of tributaries to 
the larger streams. 

The beginning of the end of the seaboard system did not come 
until some years after the Civil War. The two most potent in- 
strumentalities in its final dissolution were the railroads and the 
land-mortgage companies. The development of railroads made it 
possible for cotton to be shipped direct from the field of its pro- 
duction to that of its foreign or domestic consumption, which in 
turn made possible a real interior market. The advent of land- 
mortgage companies made possible a refunding process whereby the 
whole, or a large part, of a planter's obligations could be financed on 
a basis of the land alone. His current business could then be trans- 
ferred on the security of a crop lien and personal property to smaller 
interior merchants and factors, whose capital, though limited as com- 
pared with the old institutions, had become large enough to meet the 
necessities of the business after the loan companies had assumed a 
large part of the burden. The country merchant had frequently 
become a factor through natural gradations, and he was at hand to 
take care of smaller business at first, and gradually to extend the field 
of his operations. Largely from his ranks was developed the coun- 
try banker, who was an indispensable feature in the slow process of 
modifying and finally revolutionizing the ancient system. The coun- 
try factor did business along the same general lines as his city proto- 
type. But where he has taken over the factor's business at all, and 
this he has largely done, the country banker has practically aban- 
doned the last vestige of the old system. He lends on the same 
security as the factor, but the business is on the same basis as any 
other commercial transaction. The railroad and the country mer- 
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chant and factor, the country compress and the country bank, have 
been followed by the country buyer, who furnishes the last link in 
the chain between raw cotton production and consumption. The 
elimination of the entrepreneur has by no means been accomplished, 
but the industry has been relieved of a large part of the load which 
it carried for the greater portion of the first century of its existence. 
Even in the remote interior a planter can to-day gin the cotton which 
yesterday was in the field, and to-morrow receive a check for it from 
a buyer who will consign it from the planter's platform to its desti- 
nation at Fall River, Bremen, or Liverpool. Within the span of my 
personal experience, I have seen the time when a similar transaction 
would require from two to six months for its consummation, with 
the intervention of a dozen different agencies of transportation and 
trade. 

Alfred Holt Stone. 



